POCUMENES HX! 


86th Congress 


2d Session COMMITTEE PRINT 


AGRICULTURAL PROPOSALS 
IN THE 
EUROPEAN ECONOMIC COMMUNITY 


SEPTEMBER-OCTOBER 1960 


STUDY MISSION 


REPORT 


OF 
Senator FRANK CARLSON 


TO THE 


COMMITTEE ON FOREIGN RELATIONS 
UNITED STATES SENATE 


DECEMBER 16, 1960 


Printed for the use of the Committee on Foreign Relations 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1960 














COMMITTEE ON FOREIGN RELATIONS 


J. W. FULBRIGHT, Arkansas, Chairman 
THEODORE FRANCIS GREEN, ! Rhode Island ALEXANDER WILEY, Wisconsin 


JOHN SPARKMAN, Alabama BOURKE B. HICKENLOOPER, Iowa 
HUBERT H. HUMPHREY, Minnesota GEORGE D. AIKEN, Vermont 

MIKE MANSFIELD, Montana HOMER E, OCAPEHART, Indiana 
WAYNE MORSE, Oregon FRANK CARLSON, Kansas 
RUSSELL B. LONG, Louisiana JOHN J. WILLIAMS, Delaware 


JOHN F, KENNEDY, Massachusetts 

ALBERT GORE, Tennessee 

FRANK J. LAUSCHE, Ohio 

FRANK CHURCH, Idaho 
CarL Marcy, Chief of Staff 
DARRELL St. CLAirE, Cleré 





1 Chairman emeritus. 


im 





CONTENTS 





Page 
Latter: of Gaemeemittals bin sec SSC T ae vic han dew nui cccanaditsnees es v 
Introd iehiethca:s . d0i a diiek 6 Sie GONE So Eee Sewadnwae paaiimaee 1 
Prinsiggh ROGNGRo.nccdne do nna bbs ESGd ne meegewunend 2 
Appendix I: Department of Agriculture circular, August 26, 1960......... 7 
Appendix II: Department of State press release No. 505, September 1, . 
bad hd kh SO ae Se ae ale ee = sei es dave annenigiahh abit dincain 1 
Appendix III: Statement by Mr. K. K. Vervelde, representing the Dutch 
Grain Board, Septeusber 27, 1990 ss.. .cdsisiensiscdcscndwiccsdccess 15 








LETTER OF TRANSMITTAL 


DercemBer 16, 1960. 
Hon. J. W. Fuusricut, 
Chairman, Committee on Foreign Relations, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: I transmit herewith a report on a trip which 
I made as a member of the Committee on Foreign Relations to five 
countries belonging to the European Economic Community. During 
the period September 24 to October 4, 1960, I visited Belgium, the 
Netherlands, the German Federal Republic, France, and Italy, in 
that order. I was accompanied by Mr. Donald G. Henderson of 
the Foreign Relations Committee staff, who was most helpful on 
the trip and assisted in preparing this report. 

I wish to express my deep gratitude to all those who contributed 
to making my trip a most informative and pleasant one. In particu- 
lar, I want to thank our Foreign Service officers and other U.S. 
Government officials—both in Washington and abroad—who gave 
so generously of their time and talents in support of my mission. 
My sincere thanks also should be delivered publicly to the officials 
of foreign governments who took time from very busy schedules to 
receive me, to the many private citizens in Europe and the United 
States who offered their views and suggestions, and to the employees 
of the commercial airlines who courteously and efficiently adjusted 
to the changing requirements of our schedule. 

Sincerely, 
Frank Carson. 


Vv 











AGRICULTURAL PROPOSALS 
IN THE EUROPEAN ECONOMIC COMMUNITY 


INTRODUCTION 


During the past 2 years the European Economic Community (EEC) 
counties ena France, Italy, the Netherlands, Luxembourg, 
and West Germany—have made great strides forward in reducing 
trade barriers among themselves, increasing intra-Community traffic 
and developing harmonization of national policies and systems in 
many areas. e movement toward the goal of a common market 
has been so spectacular and rapid, especially in terms of industrial 
production and trade, that decisions were advanced in 1960 to speed 
up the rate of that movement. 

However, the field of agriculture has generally been excepted from 
this pattern of reduced internal barriers, concerted policies, and 
consequent expanded trade. It was originally recognized at the time 
of the Rome Treaty establishing the EEC that, while stress should 
be placed on the need to establish a common agricultural policy, 
progress in that direction would be arduously achieved because of 
age-old inefficient practices and the strong degree of government 
intervention in agriculture characteristic of highly industrialized 
countries. Most of the openly protectionist devices and differin 
policies of the individual EEC members have been left unchange 
pension. the development of agreed proposals by the EEC executive 

ody, the nine-man Commission. By the end of 1959 that Com- 
mission had circulated its proposals for a common agricultural policy, 
and amended “definitive’’ proposals were forwarded to the EEC 
Council of Ministers last June. 

The reaction of the U.S. Government to the Common Market 
agricultural proposals was a mixture of general encouragement and 
serious concern over specific points which seemed to foreshadow the 
erection of protectionist bars against U.S. goods. Secretary of 
Agriculture Benson gave expression to both attitudes during his tri 
to Western Europe in midsummer, as did Mr. Clarence B. Randall, 
Special Assistant to President Eisenhower, in a September 1 state- 
ment to the GATT conference in Geneva. 

At the same time, in view of the unique character of our govern- 
mental institutions, it seemed fitting and, indeed, necessary that the 
deep interest of the Congress in the evolution of Common Market 
agricultural policy should be conveyed to officials of the EEC coun- 
tries before the time arrived for final decision on the Commission 
proposals. With the full support of the Departments of State and 
Agriculture, I therefore made a brief trip to all but one of the Common 

arket countries in the period September 24 to October 4, 1960. 

While my visit to Western Europe centered upon developing a better 
understanding of the Common Market agricultural proposals and their 
overall implications for the United States, my purpose in going was 
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not confined to this objective. As is natural for a Senator from the 
great wheat growing State of Kansas, I was also deeply interested in 
exploring avenues which could lead to increased sales of American 
wheat and feed grains. I was joined in this mission by Mr. Lester 
Mort, the Washington representative of the Great Plains Wheat Mar- 
ket Development Association, and abroad by Mr. Theodore Fiedler, 
the European representative of that association. Finally, owing to 
the broad dimensions of the subjects that were discussed, a number of 
impressions were received about the European scene in general. 

In each country visited, we were thoroughly briefed by high officials 
of the U.S. Embassy and we had as many discussions with foreign 
officials and businessmen as could be arranged. But time was limited 
and the problems revealed in numerous interviews are extraordinarily 
complex. I thus cannot claim to have discovered solutions, and I do 
not pretend to offer anything more than my tentative conclusions, as 
well as scattered observations about the Western European countries 
we visited. Many complicated issues could not be given the attention 
they deserve, and so have not been treated in this report. 


PriIncripAL FINDINGS 


1. In itself, the EEC Commission effort to create a common 
agricultural policy is a move which should be welcomed by all who 
want the Common Market to fulfill its great potential. Outmoded 
systems and highly protectionist policies in agriculture current in 
most of the EEC countries—the Netherlands generally is a notable 
exception—probably constitute the greatest barrier to the full eco- 
nomic integration of Western Europe. If a successful agricultural 
policy is created and pursued without damage to the interests of 
other free world nations, then the remaining economic problems 
of the EEC countries should be much more liable to solution. More- 
over, diverging agricultural policies and tariffs obviously present one 
of the most important sources of contention between the six EEC 
countries and the seven European free trade area (EFTA) nations. 
Under certain favorable circumstances, a common EEC agricultural 
policy, even in a transitional period, might do much to encourage 
a closing of ranks in Western Europe and a consequent strengthening 
of the Atlantic community and the free world in general. 

2. The overall situation in Western Europe, including the ability 
of the EEC to cope responsibly and in a liberal manner with its most 
difficult problem to date, is of vital importance to the entire free world. 
Although the United States properly is giving increased attention and 
assistance to the underdeveloped countries, this process should not 
be accompanied by any lessening of interest and cooperative effort 
in Western Europe. In addition to their strategic and political 
importance, the EEC countries together are the worll’s largest market 
for agricultural goods, and—excluding consideration of Public Law 
480 shipments—the largest single market for U.S. farm exports. 
Clearly, our access to this market must not be jeopardized because of 
inadequate safeguards for our interests, either through the actions of 
our friends or through our own quiescence. 

_ One point should be stressed in this connection. The United States 
rightly has done its best in recent years to foster the fullest and 
broadest possible degree of integration in Western Europe, and has 
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been ready to sacrifice short-term considerations in favor of achieving 
a greater long-range goal. This policy has not changed. On the 
other hand, the economic condition of Western Europe has been 
enormously improved over the last decade, while the United States is 
increasingly running into balance of payments and other difficulties. 
This country should not now be expected to make vaguely justified 
concessions to the cause of European integration; that is, it should 
condition its support for the EEC agricultural moves upon reasonably 
concrete assurances that the long-term interests of the United States 
and the whole free world will be served. 

3. The revised proposals submitted to the EEC Council of Ministers 
contain a number of features and arrangements which have given the 
U.S. Government justifiable cause for concern. Among them are the 
sroposed “‘variable import levies” to raise import prices at least to the 
level of domestic ones, the envisaged extensive use of European 
“Boards” and “Funds” for tight control over agriculture, provisions 
for a high degree of intra-Community preferences, and the rigid short- 
term, and possibly unstable, character of future import licensing. 
There is no doubt that these proposals should be carefully scrutinized 
and discussed, especially within the GATT framework, in order that 
our national interests may be fully protected. This process should be 
continuous. 

Yet it should be noted that, in many cases, the character of the 
proposed arrangements may be of less importance than the way in 
which they are implemented. Much depends on the intentions of 
those who will give effect to the proposals. Even though the EEC 
Commission was forced to make a number of concessions to fixed 
national policies and practices in order to achieve the recommenda- 
tions it forwarded to the Council of Ministers, there is no real reason 
to doubt its liberal intentions. However, Judging by the recent past, 
there are grounds for concern with respect to the future policies of 
certain of the larger EEC countries. In this connection, the not 
infrequent inability of the European Coal and Steel Community 
High Commission to override national objections to its decisions does 
not provide the most encouraging kind of precedent. This reinforces 
the view that every effort should be made by this country to represent 
our interests forcefully before the final decisions are made. In par- 
ticular, the United States should be alert to the possibility that the 
EEC countries might seek to push ahead with the more protectionist 
elements of the proposals, while delaying action on the more liberal 
ones. 

4. Despite our interest in seeing that precipitate action is avoided, 
and that the United States and other free world countries are not 
confronted with roadblocks thrown up against their farm exports, we 
should be careful not to concentrate too much attention upon the 
institutional aspects of the proposals. It appears that protectionist 
devices and government intervention under a common policy will be 
no less—and in some cases will be greater—than under the six existing 
national policies. On the other hand, such controls are largely 
designed by the EEC Commission to help overcome the basic agri- 
cultural problems which plague the Common Market countries and, 
in fact, hold down the current level of farm imports. At the heart of 
these problems is a traditional situation in which too many farmers 
work too many small holdings with inefficient methods in order to 
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produce high-cost food. Agricultural workers compose close to 25 
percent of the labor force in the EEC countries, compared with a 
figure of about 8 percent in the United States. It may well be that 
a high level of intervention and controls in the short term are a 
necessary precursor of a stronger and freer economy which would 
result in considerably expanded farm imports in the future. More- 
over, there is no question that the current approach to the farm 
problem as an integral part of the entire six-nation economy is the 
only one which stands much chance of overcoming conflicting national 
political pressures and reducing European protectionism in agriculture. 

5. In the last analysis, the most important single issue seems to be 
the level of common agricultural prices that will eventually be set 
for the products of the six countries. Behind the equalizing of prices 
is the project of increasing agricultural efficiency by stimulating more 
specialization, better mochedla! and shifts into needed items of con- 
sumption. Here also is the key to the effects of the common agri- 
cultural policy upon U.S. farm exports. 

If agricultural prices are supported at a low level, an expanded 
market could appear in Western Europe for the farm exports of the 
United States and other nations. This would also be in the best 
interests of the EEC countries as high-cost producers of food. It is 
likely that they will have to import more food in the years ahead in 
order to find markets for their mcreasing industrial production. At 
the same time, their industry needs a inser supply of manpower, 
which could then be derived from the current surplus Tia population. 

If, on the other hand, the process of equalizing the prices of the 
six countries on their various products results in high supports, then 
the interests of this country and other agricultural exporters will 
almost certainly suffer. Indeed, high common prices would tend to 
defeat the very purposes of the BEC agricultural policy. They would 
encourage production of commodities—such as soft wheat—which are 
not needed in greater amounts, and would leave a surplus farm popu- 
lation working inefficient farms. 

Unfortunately, the prospects for the right sort of action being taken 
in the near future are obscured by the extremely difficult political 
factors involved. For example, in setting a common price on wheat, 
such countries as France and the Netherlands would have to raise 
their prices, while West Germany and Italy would have to reduce 
theirs. But, in order to reach a level which would bring the desired 
beneficial results, the reductions would have to be far more substan- 
tial than the increases. Here the question becomes entangled with 
the German elections in 1961. The protectionist farm organizations 
in Germany have a great deal of power which is being exerted against 
the Adenauer government taking decisions on agriculture until after 
the elections. It is possible to defend the view that such a postpone- 
ment might eventually result in the setting of a lower common price. 
Against this view, however, is the likelihood that the French Govern- 
ment will soon have to give some ground to internal pressures against 
price stability, and that the price of wheat in France will rise during 
the next year. All that can be said now from the standpoint of our 
interests is that the United States should be prepared to act in what- 


ever way would encourage a favorable resolution of this most impor- 
tant issue. 
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6. There is a real opportunity at present for increased American 
exports of hard wheat to the Common Market countries. This is 
especially true because of the poor harvest year just experienced by 
much of Western Europe. However, the United States must recog- 
nize that a fresh approach to our export problems and a good deal of 
effort will be required if our country is to capitalize upon this situation. 
This is also generally true with respect to our other farm exports. 

The simple fact is that the United States to a considerable extent 
is still acting as it did in the immediate postwar years when the world 
was clamoring for American products. Yet the past several years 
have witnessed a very substantial change in world market conditions, 
and the United States now has to compete strongly for markets which 
were once ours for the asking. An example of the nature of the change 
is afforded by the Belgian wheat import situation: Canada has 
gradually increased the level of its exports, and even the U.S.S.R. now 
has about 10 percent of the Belgian market, displacing American wheat 
in the process. Both countries have been prompt in delivering the 
highest quality hard wheat, thereby establishing confidence in their 
produce. Without question, Belgian importers would be glad to accept 
a larger proportion of U.S. wheat if it compared favorably in quality 
and price with the Canadian and Russian product. 

A good many steps will have to be taken on an urgent basis by the 
U.S. Government, as well as our farm organizations and exporters, if 
we are to recapture lost markets and find new ones. The first step 
must be that of recognizing our own deficiencies. For instance, we 
have a multiplicity of grades of wheat, a somewhat haphazard system 
of grading to insure quality exports, and a notable lack of research into 
world market opportunities. The Canadians, on the contrary, have a 
comparatively simple and effective grading system, strong and efficient 
government supervision of exports, and a first-rate market develop- 
ment organization. Yet it should be stressed that the best quality 
of American wheat will match or surpass that of any other nation. 

High on the list of measures which the United States must adopt 
in order to compete more successfully abroad is the creation of a good 
research program with respect to market opportunities. Little has 
been done in this regard to date, but what has been done shows the 
great worth and importance of any such efforts. This was brought 
home with much force by an interesting experiment carried out in 
connection with the American exhibition at the TKOFA, or inter- 
national fine foods fair, at Munich when I was there. The Great 
Plains Wheat Market Development Association obtained 100 tons of 
U.S. Hard Red Winter wheat from the Commodity Credit Corpora- 
tion, and made arrangements with German millers and bakers to 
produce a white bread with entirely American flour according to a 
German formula. With the cooperation of our trade fair people and 
other U.S. commodity exhibitors (including poultry, soybeans, and 
honey), an effective method of free distribution was developed. The 
responsiveness of the German people attending the fair was literally 
astonishing; demand neeny outran supplies, even though perhaps 
80,000 loaves were distributed. 

Our agricultural attachés abroad and our people with the U.S. 
mission to the European Communities are doing notable work in 
keeping markets open to American goods. What is needed is a 
realization at home that a much greater degree of both private and 
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Government enterprise is required to make that work fully effective. 
In this connection, I was greatly pleased and impressed with the 
efforts being made in Italy to promote American products by our 
agricultural officials, university contractors, and representatives of 
our commercial interests in such fields as cotton, soybeans, poultry, 
and feed grains. The only trouble is that so much more of this kind 
of effort is needed. 

Other vitally important measures to improve our competitive 
position should be taken administratively through the Commodity 
Credit Corporation. Among these should be strenuous efforts to 
improve the quality of U.S. wheat shipped to Europe and elsewhere 
by creating and insisting upon high grading standards. 

7. It is time that a fresh look should be taken at the operation in 
Western Europe of Public Law 480, the Agricultural Trade Develop- 
ment and Assistance Act, and of section 402 of the Mutual Security 
Act. In the former instance, there seem to be good grounds for 
examining the merits of entering into a title IV Recaptoran supply 
contract) with Belgium. In the latter case, it is conceivable that 
more U.S. wheat would be sold abroad, in West Germany for instance, 
if section 402 were not in operation. Whether or not such is the case, 
it appears that a reexamination of this provision by the Congress is 
timely if not overdue. 

8. Finally, I would advance the conclusion that, on balance, the 
United States should continue to scrutinize the EEC common agri- 
cultural proposals carefully, but should take care that this examina- 
tion and our representations be sympathetic to the broad aims of the 
EEC Commission. It is only through such a common policy that 


there is likely to be much chance that a number of practices restricting 
liberal trade and our imports will ultimately be abolished. Without 
a successful common policy, European agriculture will continue to be 
hobbled by bilateral deals, stringent mixing regulations to protect 
domestic producers, and the absence of any production controls. 
Under such circumstances, not only Western Europe, but also the 
United States and other free world countries would be the losers. 
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AppEnpix I 


[U.S. Department of Agriculture, Foreign Agriculture Circular, Foreign Agricultural Service, 
Washington, D.C., August 26, 1960 


EuROPEAN CoMMON MARKET AGRICULTURAL PROPOSALS AND IMPLICATIONS 
For U.S. AGRICULTURE 


‘“‘We appreciate the broad policy objectives of the European Economic Com- 
munity and the difficulties of attaining them. We — the idea of a larger 
market that would make possible economies that could not otherwise be gained. 
We have expressed our satisfaction with regard to certain features of the proposals 
for an agricultural policy. 

‘‘But there are other features—major features—in these proposals which give 
us very great concern and which, if adopted as proposed, could become a serious 
obstacle to the development and expansion of trade between the Community 
and other countries.” 

These views were expressed by Secretary of Agriculture Ezra Taft Benson in a 
major policy address delivered in Rotterdam, the Netherlands, on August 4, 1960. 

The purpose of this circular is to present the major features of the proposed 
Common Market agricultural policy so that they may be understood by those who 
have a stake in future agricultural trade relationships with the European Economic 
Community. 

SUMMARY 


The European Common Market is the world’s largest trading community. 
In 1959, its total imports were $24 billion. Exports from the area exceeded $25 
billion. Roughly one-third of the total in each direction was accounted for by 
trade between the member states.! 

Within this overall framework, the area is the most important commercial 
foreign outlet for American farm products. In recent years up to one-fourth of 
total U.S. exports of agricultural commodities has gone to meet food and fiber 
needs of the 170 million consumers in this market. Wheat and wheat floor, 
feed grains, cotton, tobacco, fruit, oilseeds and oils, lard, tallow, hides and skins— 
all are important in the total. In calendar 1959, for example, exports of agri- 
cultural commodities totaled over $900 million, as shown in table I. 

While the bulk of U.S. imports from the six-country area are industrial goods, 
agricultural items add up to a sizable total. 

Two recent events have stimulated renewed interest in future market potentials 
for agricultural products in the community: 

(1) The approval in mid-May of acceleration plans which stepped up the 
timetable for implementing provisions of the Rome Treaty. 

(2) Delivery to the EEC Council of Ministers,’ in mid-July, of so-called 
definitive proposals for a common ee ti policy for the Community. 
These proposals were prepared by the EEC Commission,‘ as provided by the 
treaty. 


! Belgium, Luxembourg, the Netherlands, France, Italy, and the Federal Republic of Germany, 
Mi aeeey establishing the European Economic Community (EEC), the so-called European Common 
Viarket, 

’ The principal executive body, composed of six representatives of member states—each government 
designating one member. 


‘ The principal administrative body, composed of nine nationals of member states, chosen for their gen- 


eral competence and indisputable independence. 


q 
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TaBLe I.—U.S. domestic exports of selected agricultural commodities to the EEC 
countries, 1959 


[In thousands] 








West Belgium 
Commodity Total Ger- France Ttaly Nether- and 
many lands Luxem- 
bourg 
Wheat and flour__..... pa niaaieiiiisensca atalino $53,124 | $19, 169 $5, 699 $4,879 | $17,760 $5, 617 
EE sc anid amcineb aed naindbe nese 241, 716 57, 760 1, 627 7,652 | 116, 956 57, 721 
OS ERE ee 10, 162 3, 139 22 3, 205 1, 847 1,949 
Cattle and beef... -- i taiincn instep maaan 3, 717 40 18 37 3, 518 104 
BRO iss soci nk nccscen oe aawens 744 441 8 1 275 19 
IO A civ oncnckcnessnainedanen 20, 967 18, 498 37 223 1, 780 429 
Fruits and vegetables.._.............----.- 57, 945 25, 994 5, 587 1, 337 13, 654 11, 373 
gine pocinanineenne eotlia 49, 065 10, 190 723 21,7 13, 511 2, 937 
Cotton, unmanufactured__.............-.- 108, 338 28, 536 29, 105 32, 056 10, 177 8, 464 
Tobacco, unmanufactured--.-........-.-.- 82, 143 47, 228 4, 255 8, 251 12, 047 10, 362 
i ccc cacwsaetonill 98, 452 32, 196 6, 733 3, 340 48, 294 7, 889 
OID Nok. snnmemnsincdudepnalel 42, 260 20, 021 220 6, 468 15, 323 228 
nie lich cna tell cine dpsiltphinaenin nena ted 157, 378 42,010 8, 436 27, 570 63, 417 15, 045 
Total 


Bsuthiso las hac 2a 926,011 | 305,222} 62,470 | 116,723} 318,559| 123,037 





In general, the acceleration plan provides for eliminating duties between member 
states and for establishing a common external tariff more rapidly than originally 
scheduled. Implementation of related provisions of the Rome Treaty was also 
speeded up. Of direct concern to American agriculture, the plan steps up de- 
velopment of the common agricultural policy. It brings closer the time when 
existing trade relationships and market forces may be changed. Approval of 
the acceleration plan also serves to emphasize the acceptance or reality of the 
Common Market plan—the Community is fast becoming a “going concern.” 

The acceleration plan called for submission by the EEC Commission to the 
Council of Ministers of the definitive proposals for a common agricultural policy 
before June 30, 1960. This has now beendone. The plan also calls for a progress 
report by the Council on its consideration of the proposals before December 31, 
1960. he Rome Treaty which established the European Economic Community 
came into force on January 1, 1958. In a special chapter on agriculture, the 
treaty provided for the development of a common agricultural policy for the 
member states. It is this provision of the treaty which is now being implemented 
by the EEC institutions. 

As to the pn themselves, a tentative draft was widely distributed for 
comment within the Community in late 1959 by the EEC. 

It was on the basis of such comments and preliminary review that the so-called 
definitive proposals were prepared and forwarded to the Council of Ministers. 
The proposals were extensive in scope, accounting for about 90 percent of the 
six-country agricultural production. They cover commodities which accounted 
for nearly one-half of last year’s exports of U.S. farm products to the area, Of 
principal trade interests, thus far, are feed grains and wheat flour, fruit and 
poultry. Before December 31, 1960, the Commission will submit proposals for 
a common policy for rice. It is also preparing proposals for a common policy for 
fats and oils, fish, tobacco, and forestry. 

In general, the policies finally adopted are scheduled to come into force by 
June 30, 1967. The time between now and then will be devoted to implementing 
the measures required to reach the full Common Market stage. Some of the 
measures of external protection will, however, come into force in 1961 or 1962. 

As for market regulation, the proposals outline fairly detailed intervention by 
central offices for grains, sugar, and dairy products. For internal markets the 
interventions will be based on a proposed system of fixed domestic price supports 
supplemented by purchase and loan programs. The external measures that are 
to protect this domestic support program will be based mainly on variable import 
levies which would, for many commodities, replace the existing fixed duties, and 
which would bring import prices up to the level of the desired domestic price goals. 
Export subsidies would also be used where necessary for the protection of the 
support programs. In most cases import licenses would be authorized for emer- 
gency use. 

For beef, pork, poultry, and eggs, the intervention on internal markets is less 
detailed. Protection for this group of commodities would depend on regulation 


of the external market through minimum import prices linked closely to those 
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for feed grains. Supplementing this proposal would be customs duties serving 
to “‘protect processing.” As before, administration of the program for these 
commodities would rest with a central marketing organization or bureau. 

For fruits, vegetables, and wine marketing organization is expected to be 
achieved mainly through establishing standards for quality control. External 
protection is to be afforded by the common external tariff which, however, will 
vary between seasons. 
ree of these proposals recently in Rotterdam, Secretary Benson had 
this to say: 

‘‘We appreciate the broad policy objectives of the European Economic Com- 
munity and the difficulties of attaining them. We support the idea of a larger 
market that would make possible economies that could not otherwise be gained. 
We have expressed our satisfaction with regard to certain features of the proposals 
for an agricultural policy. But there are other features, major features, in these 
proposals which give us very great concern and which, if adopted as proposed, 
could become a serious obstacle to the development and expansion of trade between 
the Community and other countries. 

‘‘While in general the industrial sector of the Common Market will rely pri- 
marily on fixed tariffs for protection against outside competition, for agriculture a 
widespread program of government intervention is suggested. This system would 
(1) support prices internally at levels considerably above world levels, and would 
(2) effectively protect such price and production policy by insulating the domestic 
market from outside competition. 

“This insulation would be achieved mainly by the use of variable import levies. 
These would at all times raise import prices to at least the level desired for market 
— produced inside the Common Market area. 

‘The insulation of the domestic market from outside competition by variable 
import levies would present additional obstacles to achievement of a liberal 
international trade policy. Such a device would continuously operate to offset 
at any level the shifting economic advantage that some producers enjoy over 
others. It would eliminate the benefits of competition and specialization which 
form the basis of the multilateral trading system that, with the help of GATT, 
has been built since the war. 

“Certainly the workability of a system of variable levies in the GATT frame- 
work poses many difficulties. Moreover, if such a system were to be adopted, as 
an integral part of its trade policy, by what will become the largest trading area 
of the world, it would inevitably spread to other areas, and its extension might 
not be confined to agricultural products. 

“The eyes of the world are on the European Economic Community. The 
course the Community takes will, for better or for worse, greatly affect policies 
in the rest of the world.” 

The Secretary also said that “the degree of protection at present given agricul- 
ture in the six countries is a matter of great concern to my Government.” 

‘‘We expect that during the transition to the common agricultural policy, pro- 
tection will be progressively lowered so that the Community will be properly 
prepared for the expansion of its trade with other friendly countries.” 

A more detailed review of the proposed scheme is given below. It should be 
emphasized that the proposals have yet to be approved and accepted by the 
Council of Ministers of the Community. 


THE PROPOSALS 


General.—So far as market and price policies are concerned, the Community’s 
measures are to be geared to the ultimate realization of a unified Common Market. 
The proposed measures concern not only the final phase of market unification, 
but also the transitional phase of the next 7 years. 

The proposals for an agricultural policy a Commission are made up of 
two basic parts: (1) measures for long-term ctural adjustments, such as land 
consolidation, meliorations, farm credit, technical training, and help for shifts 
out of marginal farms, and (2) a part on market and price policy. descrip- 
tion is concerned with the part on market and price policy ny 

Three me of market management may be aainiveedn vy pe of com- 
modities. The first includes cereals,’ sugar, and{dairy[ products—for which there 
will be a system of goal prices and ( tly lower) support prices, support pur- 
chases, variable import levies (to equalize import prices with the desired domestic 
price level), and import licenses. 


5 Excepting rice for which proposals are still in preparation, 
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The second type comprises such livestock products as beef, pork, poultry meat, 
and eggs. In their case, the desired market oe does not, except in the case 
of frozen beef, provide for import licenses. rotection is derived from three 
types of import levies: a fixed tariff, a variable equalization fee to compensate for 
the protection given to feed grain prices, plus an additional variable import fee 
if the other two imposts do not assure the desired domestic price level. This 
latter provision is sometimes expressed in the form of a regulation that foresees 
minimum import prices in case of need. 

The third type relates to fruits, vegetables, and wine—a group of products to 
be mainly protected by seasonally adjusted, but otherwise fixed tariffs. Even 
in the case of these products, however, the EEC is to reserve the right of restrict- 
ing imports if there is a need to restrict sales or market supplies (or output of the 
domestic product). A system of quality and packing standards will specify the 
supplies that can be admitted to the markets of the Community. Imported 
produce will be subject to comparable standards. 

No specific proposals have yet been made for the regulation of the markets of 
fats and oils, fish, and tobacco. For rice, such proposals are to be made by 
December 31, 1960. Specific proposals will also be made for products whose 
markets must be “harmonized” with those to which the present regulations apply 
(for example, live animals), including regulations for the importation of processed 
products whose raw materials are subject to market management. 

In its introductory statement to the proposals, the Commission also points out 
that some products to be included in the common agricultural policy are of partic- 
ular importance for EEC’s associated overseas territories, such as oilseeds (which 
they mostly export) and rice, sugar, tobacco, grains, and dairy products (which 
they mostly import). The Commission expects to find ‘an appropriate -arrange- 
ment” for these products in order “to achieve a harmonious development of trade 
between the Community’s member states and the associated overseas countries 
and territories.” 

Furthermore, the Commission states its intention to aid those territories by 
participating in multilateral commodity agreements for coffee, cocoa, and cotton. 
The substance of such a policy is not further discussed in the proposals, but may 
include long-term contracts with definite purchase commitments and specified 
prices, or with specification of floor prices. 

Aside from the proposal to create a European fund for the promotion of struc- 
tural improvements in agriculture, there is also a proposal for the establishment 
of a European agricultural adjustment and guarantee fund. 

The fund will have branches organized by groups of commodities. Contribu- 
tions to these subfunds or branches are to come from the variable import levies 
(‘‘skimmings’’), from special contributions by member governments, from con- 
tributions by producers, and possibly from ‘‘other sources’”’ yet to be determined. 

Some transfers of funds from one branch to another may be authorized in cer- 
tain circumstances. In general the funds are to be used for financing market 
interventions; for refunds of import levies on feed grains for the export of livestock 
products; generally for refunds of import levies in the case of exports of identical 
or of corresponding products; and also to subsidize exports ‘‘to secure a fair share 
in international trade,’’ as provided in individual commodity chapters of the 
proposals. 

All bilateral trade arrangements between EEC members and third countries 
are to cease by the end of the transitional period of 7 years because such bilateral 
arrangements of individual member countries would not fit the communitywide 
approaches that are to be sought. Variable duties are also to take the place, 
inside the area, of intra-area tariffs during the transitional period. By tapering 
them off gradually between members, this system is to assist the gradual ap- 
proximation of unified prices throughout the region. 

The Community will give immediate preference to intra-area supplies. Thus, 
it is stated that the variable import levies a country applies toward other countries 
of the Community in the transitional period, in relation to those it applies to 
third countries, should be set in such a way as to assure “a preference in favor 
of the member states.” 

Cereals.—Establishment of a European Grain Board and of adjustments and 
guarantee funds for wheat and feed grains separately is to make possible the 
organization and regulations of trade both within the Community and with third 
countries. Guiding prices will be set as goals that the controls on domestic and 
foreign trade are to aim at. Support prices, at which the European Grain Board 
must intervene, will be set at 5 to 7 percent below the guiding prices. 

Variable import levies will at all times bring import prices at least up to the 
comparable level of domestic guiding prices. These levies are to take effect 
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on July 1, 1962. There are to be variable levies for intra-area trade as well. 
However, the intra-area levies are to be set in such a way as to leave a margin 
of “preference in favor of the member states’’ as against imports from third 
countries. Upon introduction of the intra-area levies all intra-area tariff and 
quantitative restrictions will cease. 

All imports from third countries will be subject to import licenses to be issued 
“up to the quantities demanded”’ but with validity only for 3 months. The Com- 
mission can suspend the issuance of licenses at any time if there is a threat of 
damage to producers, especially if substantial support purchases must be effected 
to maintain market prices at the support price levels. 

Export Aids are to consist of refunds of import charges for exports of ‘‘corre- 
sponding” products. Furthermore, there is to be provision for ‘‘the possibility 
of grain nen by the private trade for the account of the European Cereals 
Board.” he Community is to be enabled ‘‘to secure a fair share in international 
trade.” The establishment of a wheat fund and a feed ar fund, as part of 
the European agricultural adjustment and guarantee fund, will be instrumental 
in financing market intervention and regulation, including export refunds and 
subsidies. The funds will be primarily financed from the variable levies or 
equalization fees on imports; they may also receive contributions from producers 
or from funds for other commodities. 

There will be a first move toward narrowing the price spreads for grains that 
now exist within the EEC. For the 1961-62 harvest year the Commission pro- 
poses the following increases and decreases (in cents per bushel): 


Taste II 
(Cents per bushel] 





As shown in the following table these are changes of less than 3 percent of 
existing prices, 


Taste III.—EEC grain: Support prices, 1959-60 
[U.S. dollars per bushel] 





Sugar.—There will be a European Sugar Board and an adjustment and guaran- 
tee fund. There will be a rices and mapper prices, as well as variable 
1 2) to equalize rt 


import levies (from July 1, mae bee with the desired 
domestic price levels. Import licenses are to be “up to the quantities 
demanded,’’ but only with 3-month validity and subject to suspension of their 
issuance in cases of a threat of injury or the need for aoe purchases. Refunds 
of import levies are to benefit exports. Also there is to be a possibility of exports 
for the account of the European Sugar Board. Production quotas may be in- 
troduced if supply and demand cannot be reasonably adjusted to each other. 
Taxation of sugar is to be “coordinated.” 

A first move toward price adjustment within the Community is to take place 
in 1961-62 when prices in Germany are to be raised by 21.6 cents per 100 pounds, 
- —— by 5.4 and in the Netherlands by 10.8 cents. Italy is to reduce its price 

y 21.6 cents. ; 

Dairy products —A European Dairy Board and an adjustment and guarantee 

fund will assist in carrying out the task of domestic market and foreign trade 
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regulation, including the establishment and administration of guiding producer 
prices for whole milk (possibly separate for fluid milk and manufacturing milk) 
and of support prices for butter. Variable import fees are to be levied from 
January 1, 1962. There will also be refunds for exports and possibly other aids 
“to assure the Community of a fair share in world trade.’’ Import licenses for 
dairy products will be issued “‘up to the quantities demanded,” but will be of 
limited time validity. Issuance of licenses will be suspended if stability of the 
market is threatened. If necessary, output may be controlled (in conjunction 
with programs of structural adjustments) and domestic consumption may be 
stimulated by special subsidies. It is significant that the dairy fund may receive 
contributions not only from other funds but also from governments of the member 
states. 

Meat and eggs.—Although there are some differences as between the proposed 
Joo for beef, pork, poultry, and eggs, the essentials of the scheme are 
identical. 

Establishment of a European Meat and Egg Board and an adjustment and 

arantee fund for the poultry market is to organize and regulate trade within the 

ommunity, control imports, and unify trade policies toward third countries. 
These organizations also are to equalize prices throughout the Community 
(account taken of necessary differences of location and consumer preferences). 

For the execution of these tasks minimum import prices will be set, separately 
for various qualities of each of these products, to protect desired domestic price 
levels. And these minimum import prices are to be enforced by fixed tariffs, plus 
variable import levies to compensate for higher feed costs due to protection, plus— 
if necessary to maintain the desired domestic price levels—an additional variable 
import levy. It is also proposed, if necessary for the achievement of the domestic 
price goals, to have storage operations by the Board and to subsidize exports to 
third countries. 

Export pricing in any case will provide for refunds to compensate for import 
protection; and additional subsidies may be authorized ‘‘to enable the Com- 
munity to secure a fair share in world trade.” 

The system of variable import levies will take effect on January 1, 1961, and 
will in the transitional period (except for beef) also be applied by individual 
countries of the Community toward each other until complete unification is 
achieved. There will be no quantitative restrictions on imports, by licenses or 
coe except in the case of frozen beef (imports of which will be subject to 
icense). 

Finally, there is a provision that, in addition to variable import fees, member 
countries may levy a reduced fixed tariff toward each other beginning January 1, 
1961; such a tariff must, however, be lower than that applied toward third coun- 
tries “in order to assure a preference for producers in the member states.’”’ This 
provision does not apply to beef for which the desired preference is assured by 
the internal reduction by January 1, 1961, of the original tariff by 25 percent. 

Fruits and vegetables.—This group of products (as also wine) is to be protected 
mainly by fixed tariffs—seasonally adjusted to shelter marketing of the bulk of 
the domestic crops. 

The Commission proposes, however, to restrict or exclude imports in case of 
flush conditions and if it is found necessary to restrict sales or market supplies 
(or output) of the domestic product. This would be cases, like those foreseen in 
GATT, permitting import restrictions necessary to the enforcement of govern- 
mental measures for domestic restriction. 

Quality and packing standards are to be developed and market supplies wil] be 
subject to compulsory control for compliance with such standards. Imported 
products will be subject to comparable standards. Market news and research 
services are to be coordinated throughout the area. All these measures are to be 
initiated as soon as possible in the transitional period in order that there be a 
gradual freeing of the interior EEC market and resultant approximation of price 
cer To this end, an advisory committee will begin its work on March 1, 
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AppENpIx IIT 
[Department of State Press Release No. 505, Sept. 1, 1960] 


SraTEMENT oF Hon. CiarRENcE B. RANDALL, SPECIAL ASSISTANT TO THE 
PRESIDENT OF THE UNITED StarTEs, BEFORE THE OPENING MEETING OF THE 
1960-61 Tarirr NeEGoTIATIONS CONFERENCE UNDER THE SPONSORSHIP OF 
THE CONTRACTING PARTIES TO THE GENERAL AGREEMENT ON TARIFFS AND 
TrapvE, GENEVA, SwITzERLAND, SEPTEMBER 1, 1960 


I have the honor of bringing to this distinguished company the personal greet- 

ings of the President of the United States. 

resident Eisenhower has asked me to convey to all who will have a part in 
this conference his earnest hope for its success, and his full confidence that the 
results which will flow from it will be such that all participants will have pride 
and satisfaction in its achievements. He will be following your deliberations 
with the deepest interest. 

It seems to me clear, as this tariff negotiations conference begins, that the con- 
tracting parties are here embarking upon the most complicated single effort which 
they have ever undertaken. The importance, therefore, of bringing your deliber- 
ations to a successful conclusion cannot be overstated. It is certain that the 
patterns of free world trade for a long time to come will be vitally affected by 
what you here achieve. 

There is happy augury in the record of the past. Throughout the years since 
1947, the general agreement has served as the principal forum for the free world 
in which trade problems might amicably and equitably be resolved, and has 
proved itself adaptable to the resolution of a varied spectrum of difficult ques- 
tions. That mutual benefit flows to all participants from the principles of the 
GATT, and from this continuing program of multilateral tariff negotiations, has 
been abundantly demonstrated by the marked decrease in tariff barriers among 
the participating countries which has already been brought to pass. 

Implicit in your presence here is the mutual faith of all participants that trade 
problems among friendly countries can be fully resolved in a mutually satisfactory 
manner by hard work, good will, and adherence to the GATT principles. 

With entire candor we all accept the fact that the most significant challenge 
facing this conference will be found in the negotiations on the common external 
tariff of the European Economic Community. You must here continue and bring 
to conclusion the serious consideration which all the contracting parties have, 
since 1957, been giving to their future relationships with the Community. 

The United States is satisfied that the objectives of the GATT and those of 
the Treaty of Rome are in basic harmony. The economic integration of the six 
member states of the Community within a liberal trade pattern is consistent 
with the liberal GATT trade philosophy embracing the whole free world. Be- 
cause this is the first experience of the GATT with a customs union established 
by a group of contracting parties, it is not surprising that unique problems will 
be presented. It is equally certain that they can be solved in the spirit in which 
earlier problems have been met. It is also clear that the development of per- 
manent relationships between the GATT and this important trade area will 
require continuing attention over a period of years. Nevertheless, we in the 
United States feel full confidence that a new pattern can, and will, be created 
which will meet the needs of all concerned. 

From the beginning, the contracting parties have believed that one of the most 
important aspects of the Community’s relationships with the rest of the world 
is the level of the common external tariff. With the publication of the tariff 
earlier this year, including most of the negotiated List G rates, evaluation of the 
scope of this problem began to be ible. When the remaining List G rates 
notably on petroleum products and newsprint, are made known, the new tariff 
can be studied as a whole. 

The decision of the Community last May to accelerate implementation of the 
Treaty of Rome underscores the need to settle these tariff problems expeditiously 
in this conference. We were, of course, cheered by the simultaneous decision of 
the Community to offer a 20 percent reduction in the level of the common external 
tariff. This was true not only because of the potential trade interest of our 
exporters, but especially because we interpreted this action as recognition by 
the Community that the lowest ible level of the common external tariff will 
serve the interest not only of third countries, but of the Community as well. 
We shall, however, wish to discuss with the Community certain cases wherein 
not even a 20-percent decrease would produce a rate conforming to the equities 








14 AGRICULTURAL PROPOSALS—EUROPEAN ECONOMIC COMMUNITY 


of the situation as we see them. We have every confidence that these cases will 
be examined sympathetically by the Community. 

We can sense, too, problems which are of substantial importance to other con- 
tracting parties. For example, there is the case of tropical products which will 
bei mported into the Community duty free from associated overseas territories 
of the member states, but which would be subject to full and sometimes burden- 
some duties if imported from the rest of the world, including those less developed 
countries which are contracting parties to the GATT. Also, as you know, the 
press has long been occupied with discussion of European trade problems. It 
is with gratification that we note the intention of the Six and several of the Seven 
to use the negotiations here for the purpose of minimizing these problems. 

Guideposts for these negotiations are established by the General Agreement 
itself, by the body of experience already built up under it, and by the care with 
which this conference has been planned over the last 2 years. ith the best of 
endeavor, however, not every contingency will have been foreseen. New prob- 
lems, or unexpected variations of old ones, are likely to arise as this conference 
embarks upon its first task, namely, the negotiations with the EEC under article 
XXIV:6 of the GATT to establish a new schedule of tariff concessions to replace 
the existing national schedules of the member states. 

I have entire confidence that with patience and good will on the part of all 
concerned these matters can be erie f adjusted. I further have faith that 
we can similarly resolve all problems that have to do with the general incidence of 
the common external tariff under the criteria of article XXIV: 5(a) of the GATT. 
I have this faith because I know that we are all working toward the same goal— 
a world in which expanded international trade will move with a minimum of re- 
strictions and with mutual benefit to all. From its very inception, the European 
Economic Community has given the most unqualified assurance that it will be 
outward looking, and not a closed, restrictive, organization. 

In this tariff conference, where the entire tariff structure of the Community 
is spread candidly open for review, there can be no shadow of doubt but that 
the Community will deal sympathetically with the problems which its establish- 
ment has presented to the individual contracting parties. Nor can it be thought 
that those contracting parties who have ainiady initiated the renegotiation of 
some of their existing concessions under article XXVIII of the GATT will fail 
to deal fairly with those countries whose interests have been affected by these 
actions. 

There is a shadow in the picture, however, as I see it. By this I mean the 
questions that arise from the import restrictions that would be applied to agri- 
cultural trade. No matter how well we may resolve the problems in other fields, 
we cannot reach a satisfactory overall result unless at the same time those that 
relate to agriculture are dealt with in accordance with GATT principles. 

I must in all candor say that the United States has serious apprehension on 
this point. It is difficult for us to see how mutual agreement could be arrived 
at so long as the future treatment of this large and important area of trade is 
clouded with uncertainty. 

I refer here to the proposal by the Commission of the Community for variable 
import levies on many important farm products. It is our conviction that unless 
greater opportunity for trade is provided for than is now evident in the Commis- 
sion’s proposals, the system will work to the serious detriment of the United States 
and other third country suppliers—in fact, to the Community itself. Whatever 
serves unduly to insulate the Community market from the competition of world 
ab is out of harmony with our common GATT objective for the expansion of 
nternational trade. 

I do not see how fixed concessions, granted by contracting parties could be 
measured against the uncertainty of variable import levies which, by hypothesis, 
are subject to fluctuations. Further, the impact on trade of a system of variable 
levies will depend on the level of the future common support prices for grains and 
other farm products. If they are much above world prices, the adverse effect is 
obvious. fe urgently need proposals from the Community that offer some way 
of coping with this perplexing problem. 

Difficult as the negotiating problem, as such, is, much more is at stake in this 
issue. If the Community were to insulate its agriculture from international com- 
petition, and not make it subject to negotiation, an adverse reaction would be 
created that would extend far beyond the borders of the Community. The 
pattern set by the Community will be vital wherever the GATT endeavors to 
deal with agricultural protectionism. The entire concept of liberal trade policy 
is at stake. All countries who are endeavoring to maintain the liberal point of 
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view will find themselves in a difficult position, whether with respect to agricul- 
tural commodities, or industrial products, if the Community’s trade policy ex- 
cludes competition in the field of agriculture. 

I have spoken frankly because it seems to me that the situation requires it. 

Nevertheless, let me say at once that I am entirely confident that a workable 
solution for this difficult problem can be found as this first phase of the conference 
develops. Others equally perplexing have been answered in the past, and so 
can this one. 

We can then move ahead at the beginning of next January to the second phase 
under which contracting parties will undertake a reciprocal exchange of new trade 
concessions with one another. 

We in the United States are now earnestly engaged in preparing offers of con- 
cessions in our tariffs which we hope can be reciprocated by the other participants. 
In this task we look forward not only to negotiating with many of the contracting 
parties, but also with additional countries which will be seeking accession to the 
general agreement. 

It is a thrilling concept to me that in these days of world complexity and tension 
the governments here represented bring to this conference such firm determina- 
tion to go forward once more with the utmost of good will in further multilateral 
attacks upon the barriers to world trade. 

I wish you every success in your endeavors, 


Apprenprx III 


SraTeMENT BY Mr. K. K. Verve pz, Representine THe Dutcu Grain Boarp, 
SEPTEMBER 27, 1960 


The creation of a European Common Market in the agricultural sector set 
a number of problems centering in the coordination of the grain policy. 

In fact this policy will be decisive for the whole pattern of European agricul- 
tural policy. 

The Dutch grain trade has commented on the proposals of the European 
Committee for a common farming policy. These comments criticize in details 
the first proposals. They can still be maintained because the new proposals 
will, probably, tend to a still more rigid market organization. 

In this speech, which I hope can form a base for a discussion afterwards, will 
be pointed out what are the main objections of the Dutch grain trade against 
the proposals of the European Committee. 

In the EEC Holland has, economically, an exceptional position. Since the end 
of the last century Holland has specialized in exporting products of the refining 
industry, such as cheese, poultry, eggs, and bacon. These products could be 
exported at competitive prices by means of using cheap grains from overseas 
countries, the United States, Argentina, and so on. Germany on the contrary 
has an industrial character and can maintain its agriculture by means of the 
export of industrial products. Notwithstanding the fact that the European 
countries cannot produce grains at world market prices, from a social psychological 
point of view they have to maintain their agriculture. France, for instance, is 
the biggest grain producer in the Common Market and will try to get an important 
share in the grain imports of the other five partners. 

One of the most important problems in the proposals is the level of the prices 
for grain production in the EEC. In Germany the Government established 
relatively high guaranteed prices (in comparison with world market prices); in 
France and Holland, on the other hand, relatively low grain prices exist. In 
Germany, for instance, the price for soft wheat is $2.71 to $2.84 per bushel, in 
France and Holland $2.10 and $2.23 per bushel. The farmer prices for barley 
are in Germany $1.64 per bushel, in France $1.20 per bushel. If, for example, 
the German grain prices are also established in the other countries (and, as you 
know, this is a claim of the German Government) the production in the otber 
countries will increase considerably. This increase is estimated at 30 percent. 

In wheat, disregarding the y amar of the quality, the EEC is self-sufficient. 

The wheat situation can be figured as follows: 

EEC wheat production: about 25 million tons yearly. 
EEC wheat consumption: about 25 million tons yearly. 

Considering the absolute necessity of importing a certain quantity of bard 
wheat, which for the moment amounts to 2 to 2.5 million tons yearly, we have 
a surplus production of soft wheat. Increasing the acreage planted with wheat 
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in the EEC will enlarge the problems of getting rid of this surplus. The export 
of this surplus will not only be unpleasant for the traditionally exporting countries, 
but will also be a business which will cost a lot of money. The other way out 
will be to use this wheat surplus as feeding grain, which will be a solution which 
is not justified because it is more logical to use the cheaper feeding grains. 

Taking in consideration the feed grain balance, we can state that the EEC 
demand needs the importation of feed grains of 6 to 7 million tons yearly. The 
EEC feed grain consumption is 32 million tons. The EEC feed grain production 
is 25 million tons (of which 30 percent is marketed). This results in an import 
requirement of 7 million tons. onsidering these statistics it is clear that with an 
increase in production of 30 percent the import of feed grains is no longer 
necessary. When we state that the refining industry needs import grains to 
ameliorate their compound feedstuffs, our partners will no doubt say that wheat, 
barley, oats, and rye are produced in all the EEC countries and that maize is 
grown in Italy and in France. In France the maize production is artificially 
maintained by a high support price. Especially France will try to export part 
of its production to the other EEC countries, referring to the preferential rights 
for exports of grain in the Common Market. Fixing the guaranteed grain prices 
in the EEC countries at a relative high level will be disastrous for the extent of 
the grain exports to Western Europe and specially to Holland. And the grain 
trade to Holland is indeed very important. For instance, in 1959 6,100,000 tons 
total were shipped to Holland of which half was destined for transshipment and 
transit trade. Of these import figures the greater part came from the United 
States, 74 percent, with a value of $300 million. It is not only a Dutch interest 
to maintain the flow of grain from the overseas countries. 

A second group of problems are to be found in the system of market organiza- 
tion which the European Committee wishes to establish in order to be able to 
guarantee farmers a reasonable income. 

Both for feed grains and wheat the European Committee proposes a very rigid 
market organization: 

1. State intervention on the home market. 

2. Regulated imports by means of import certificates in the framework of 
a supply balance. 

3. Temporary stopping of the imports, whenever the Commission thinks 
it necessary. 

Such measures will no doubt frustrate normal grain trade, will hamper the 
transit trade, and deprive the import and export trade of the so essential dynamics. 

Another problem which I will mention only in a few words is: Have third 
countries a possibility to export a larger quantity of let us say, poultry, and other 
products of the refining industry when the Common Market is established? 
(because the Common Market is a big consumption area). 

I hope, Mr. Chairman, that my remarks will be sufficient for a discussion, 


O 








